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ENGROSSED SUBSTITUTE SENATE BILL 6057

Passed Legislature - 2015 3rd Special Session
State of Washington 64th Legislature 2015 2nd Special Session
By Senate Ways & Means (originally sponsored by Senator Hill)
READ FIRST TIME 06/27/15.

AN ACT Relating to stimulating economic development through the
use of tax preferences and streamlined tax administration; amending
RCW 82.04.4266, 82.04.4268, 82.04.4269, 82.08.986, 82.12.986,
82.04.2909, 82.04.4481, 82.08.805, 82.12.805, 82.12.022, 82.16.020,
88.02.620, 88.02.640, 88.02.570, 82.48.080, 82.04.213, 82.04.330,
82.04.050, 82.04.050, 82.08.855, 82.21.040, 84.36.480, 82.29A.020,
82.29A.030, 82.29A.040, 63.29.020, 63.29.140, 63.29.170, 63.29.180,
63.29.290, 63.29.300, and 63.29.340; amending 2012 2nd sp.s. c 6 s
704 (uncodified); reenacting and amending RCW 82.04.260, 82.04.260,
82.16.010, 82.29A.020, and 63.29.190; adding a new section to chapter
82.32 RCW; adding a new section to chapter 82.04 RCW; adding a new
section to chapter 82.16 RCW; adding a new section to chapter 82.21
RCW; adding new sections to chapter 63.29 RCW; adding a new chapter
to Title 82 RCW; creating new sections; repealing RCW 82.04.629,
82.04.630, 82.08.0204, 82.12.0204, 82.08.200, 82.12.200, and
43.136.047; repealing 2010 c¢c 225 s 4 (uncodified); providing
effective dates; providing a contingent effective date; providing
expiration dates; and declaring an emergency.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

PART 1
[NOT USED]
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PART 11
Extending the Expiration Date of Tax Preferences for Food Processing

NEW SECTION. Sec. 201. This section is the tax preference
performance statement for the agricultural processor tax exemptions
in sections 202 through 205 of this act. The performance statement is
only intended to be used for subsequent evaluation of the tax

preference. It is not intended to create a private right of action by
any party or be used to determine eligibility for preferential tax
treatment.

(1) The legislature categorizes this tax preference as one
intended to accomplish the general purposes indicated iIn RCW
82.32.808(2) (c) and (e).

(2) 1t 1s the legislature®s specific public policy objective to
create and retain jobs and continue providing tax relief to the food
processing industry.

(3) To measure the effectiveness of the exemptions In sections
202 through 205 of this act in achieving the public policy objectives
described iIn subsection (2) of this section, the joint legislative
audit and review committee must evaluate the following:

(a) The number of businesses that claim the exemptions 1iIn
sections 202 through 205 of this act;

(b) The change in total taxable income for taxpayers claiming the
exemptions under sections 202 through 205 of this act;

(c) The change in total employment for taxpayers claiming the
exemptions under sections 202 through 205 of this act; and

(d) For each -calendar year, the total amount of exemptions
claimed under sections 202 through 205 of this act as a percentage of
total taxable income for taxpayers within taxable Income categories.

(4) The information provided iIn the annual survey submitted by
the taxpayers under RCW 82.32.585, tax data collected by the
department of revenue, and data collected by the employment security
department is intended to provide the informational basis for the
evaluation under subsection (3) of this section.

(5) In addition to the data sources described under subsection
(4) of this section, the joint legislative audit and review committee
may use any other data i1t deems necessary in performing the
evaluation under subsection (3) of this section.

p. 2 ESSB 6057.SL
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Sec. 202. RCW 82.04.4266 and 2014 c 140 s 9 are each amended to
read as follows:

(1) This chapter does not apply to the value of products or the
gross proceeds of sales derived from:

(a) Manufacturing fruits or vegetables by canning, preserving,
freezing, processing, or dehydrating fresh fruits or vegetables; or

(b) Selling at wholesale fruits or vegetables manufactured by the
seller by canning, preserving, freezing, processing, or dehydrating
fresh fruits or vegetables and sold to purchasers who transport 1in
the ordinary course of business the goods out of this state. A person
taking an exemption under this subsection ((1)(b) must keep and
preserve records for the period required by RCW 82.32.070
establishing that the goods were transported by the purchaser in the
ordinary course of business out of this state.

(2) For purposes of this section, "fruits"™ and "vegetables"™ do
not include marijuana, useable marijuana, or marijuana-infused
products.

(3) A person claiming the exemption provided in this section must
file a complete annual survey with the department under RCW
82.32.585.

(4) This section expires July 1, ((2615)) 2025.

Sec. 203. RCW 82.04.4268 and 2013 2nd sp.s. c¢ 13 s 204 are each
amended to read as follows:

(1) In computing tax there may be deducted from the measure of
tax, the value of products or the gross proceeds of sales derived
from:

(a) Manufacturing dairy products; or

(b) Selling dairy products manufactured by the seller to
purchasers who either transport iIn the ordinary course of business
the goods out of this state or purchasers who use such dairy products
as an ingredient or component 1iIn the manufacturing of a dairy
product. A person taking an exemption under this subsection (1)(b)
must keep and preserve records for the period required by RCW
82.32.070 establishing that the goods were transported by the
purchaser in the ordinary course of business out of this state or
sold to a manufacturer for use as an ingredient or component In the
manufacturing of a dairy product.

(2) '"Dairy products™ has the same meaning as provided iIn RCW
82.04.260.

p. 3 ESSB 6057.SL
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(3) A person claiming the exemption provided in this section must
file a complete annual survey with the department under RCW
82.32.585.

(4) This section expires July 1, ((2615)) 2025.

Sec. 204. RCW 82.04.4269 and 2012 2nd sp.s. ¢ 6 s 203 are each
amended to read as follows:

(1) This chapter does not apply to the value of products or the
gross proceeds of sales derived from:

(a) Manufacturing seafood products that remain iIn a raw, raw
frozen, or raw salted state at the completion of the manufacturing by
that person; or

(b) Selling manufactured seafood products that remain In a raw,
raw frozen, or raw salted state to purchasers who transport in the
ordinary course of business the goods out of this state. A person
taking an exemption under this subsection ((1)(b) must keep and
preserve records for the period required by RCW 82.32.070
establishing that the goods were transported by the purchaser in the
ordinary course of business out of this state.

(2) A person claiming the exemption provided in this section must
file a complete annual survey with the department under RCW
82.32.585.

(3) This section expires July 1, ((2615)) 2025.

Sec. 205. RCW 82.04.260 and 2014 c 140 s 6 and 2014 c 140 s 4
are each reenacted and amended to read as follows:

(1) Upon every person engaging within this state in the business
of manufacturing:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola iInto canola oil, canola meal, or canola by-
products, or sunflower seeds into sunflower oil; as to such persons
the amount of tax with respect to such business is equal to the value
of the flour, pearl barley, oil, canola meal, or canola by-product
manufactured, multiplied by the rate of 0.138 percent;

(b) Beginning July 1, ((26145)) 2025, seafood products that remain
in a raw, raw frozen, or raw salted state at the completion of the
manufacturing by that person; or selling manufactured seafood
products that remain in a raw, raw frozen, or raw salted state at the
completion of the manufacturing, to purchasers who transport in the
ordinary course of business the goods out of this state; as to such

p. 4 ESSB 6057.SL



© 00N O Ol WDN P

B W W W W WWWWWWNDNDNDNNDNDMNMNMNDMNMNMMNMMNMN-2ERPRPEPPRPEPEPPEPRPREPEPER
O © O NO Ol A WNPFPOOWOWNO OGP WDNPEPOOOOONOOGODMMOWDNDLPRELO

persons the amount of tax with respect to such business is equal to
the value of the products manufactured or the gross proceeds derived
from such sales, multiplied by the rate of 0.138 percent. Sellers
must keep and preserve records Tfor the period required by RCW
82.32.070 establishing that the goods were transported by the
purchaser in the ordinary course of business out of this state;

(c)(i) Beginning July 1, (((26145)) 2025, dairy products; or
selling dairy products that the person has manufactured to purchasers
who either transport in the ordinary course of business the goods out
of state or purchasers who use such dairy products as an ingredient
or component in the manufacturing of a dairy product; as to such
persons the tax 1i1mposed is equal to the value of the products
manufactured or the gross proceeds derived from such sales multiplied
by the rate of 0.138 percent. Sellers must keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state or sold to a manufacturer for use as an ingredient
or component in the manufacturing of a dairy product.

(i1) For the purposes of this subsection (1)(c), "dairy products"
means:

(A) Products, not including any marijuana-infused product, that
as of September 20, 2001, are identified in 21 C.F.R., chapter 1,
parts 131, 133, and 135, including by-products from the manufacturing
of the dairy products, such as whey and casein; and

(B) Products comprised of not less than seventy percent dairy
products that qualify under (¢)(ii)(A) of this subsection, measured
by weight or volume.

(iii1) The preferential tax rate provided to taxpayers under this
subsection (1)(c) does not apply to sales of dairy products on or
after July 1, 2023, where a dairy product is used by the purchaser as
an ingredient or component in the manufacturing in Washington of a
dairy product;

(D (1) Beginning July 1, ((2615)) 2025, fruits or vegetables by
canning, preserving, freezing, processing, or dehydrating fresh
fruits or vegetables, or selling at wholesale fruits or vegetables
manufactured by the seller by canning, preserving, freezing,
processing, or dehydrating fresh fruits or vegetables and sold to
purchasers who transport in the ordinary course of business the goods
out of this state; as to such persons the amount of tax with respect
to such business is equal to the value of the products manufactured

p. 5 ESSB 6057.SL
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or the gross proceeds derived from such sales multiplied by the rate
of 0.138 percent. Sellers must keep and preserve records for the
period required by RCW 82.32.070 establishing that the goods were
transported by the purchaser in the ordinary course of business out
of this state.

(i1) For purposes of this subsection ((1)(d), "fruits™ and
"vegetables” do not 1include marijuana, useable marijuana, or
marijuana-infused products;

(e) Until July 1, 2009, alcohol fuel, biodiesel fuel, or
biodiesel feedstock, as those terms are defined in RCW 82.29A.135; as
to such persons the amount of tax with respect to the business is
equal to the value of alcohol fuel, biodiesel fTuel, or biodiesel
feedstock manufactured, multiplied by the rate of 0.138 percent; and

() Wood biomass fuel as defined in RCW 82.29A.135; as to such
persons the amount of tax with respect to the business is equal to
the value of wood biomass fuel manufactured, multiplied by the rate
of 0.138 percent.

(2) Upon every person engaging within this state in the business
of splitting or processing dried peas; as to such persons the amount
of tax with respect to such business is equal to the value of the
peas split or processed, multiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and development, as to such
corporations and associations, the amount of tax with respect to such
activities is equal to the gross income derived from such activities
multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business
of slaughtering, breaking and/or processing perishable meat products
and/or selling the same at wholesale only and not at retail; as to
such persons the tax imposed is equal to the gross proceeds derived
from such sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business
of acting as a travel agent or tour operator; as to such persons the
amount of the tax with respect to such activities is equal to the
gross income derived from such activities multiplied by the rate of
0.275 percent.

(6) Upon every person engaging within this state in business as
an international steamship agent, international customs house broker,
international freight forwarder, vessel and/or cargo charter broker
in foreign commerce, and/or international air cargo agent; as to such

p. 6 ESSB 6057.SL
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persons the amount of the tax with respect to only international
activities is equal to the gross income derived from such activities
multiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the business
of stevedoring and associated activities pertinent to the movement of
goods and commodities in waterborne interstate or foreign commerce;
as to such persons the amount of tax with respect to such business is
equal to the gross proceeds derived from such activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection are exempt from payment of taxes imposed by chapter 82.16
RCW for that portion of their business subject to taxation under this
subsection. Stevedoring and associated activities pertinent to the
conduct of goods and commodities in waterborne interstate or foreign
commerce are defined as all activities of a labor, service or
transportation nature whereby cargo may be loaded or unloaded to or
from vessels or barges, passing over, onto or under a wharf, pier, or
similar structure; cargo may be moved to a warehouse or similar
holding or storage yard or area to await further movement iIn import
or export or may move to a consolidation freight station and be
stuffed, unstuffed, containerized, separated or otherwise segregated
or aggregated for delivery or loaded on any mode of transportation
for delivery to its consignee. Specific activities included in this
definition are: Wharfage, handling, loading, unloading, moving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further movement to export mode; documentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
imported automobile handling prior to delivery to consignee; terminal
stevedoring and incidental vessel services, including but not limited
to plugging and unplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hatch covers.

(8) Upon every person engaging within this state in the business
of disposing of low-level waste, as defined in RCW 43.145.010; as to
such persons the amount of the tax with respect to such business is
equal to the gross income of the business, excluding any fees iImposed
under chapter 43.200 RCW, multiplied by the rate of 3.3 percent.

IT the gross income of the taxpayer is attributable to activities
both within and without this state, the gross income attributable to

p. 7 ESSB 6057.SL
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this state must be determined iIn accordance with the methods of
apportionment required under RCW 82.04.460.

(9) Upon every person engaging within this state as an Insurance
producer or title iInsurance agent licensed under chapter 48.17 RCW or
a surplus line broker licensed under chapter 48.15 RCW; as to such
persons, the amount of the tax with respect to such licensed
activities is equal to the gross income of such business multiplied
by the rate of 0.484 percent.

(10) Upon every person engaging within this state In business as
a hospital, as defined in chapter 70.41 RCW, that iIs operated as a
nonprofit corporation or by the state or any of 1its political
subdivisions, as to such persons, the amount of tax with respect to
such activities 1is equal to the gross income of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter.

(11)(a) Beginning October 1, 2005, upon every person engaging
within this state 1iIn the business of manufacturing commercial
airplanes, or components of such airplanes, or making sales, at
retail or wholesale, of commercial airplanes or components of such
airplanes, manufactured by the seller, as to such persons the amount
of tax with respect to such business 1is, 1iIn the case of
manufacturers, equal to the value of the product manufactured and the
gross proceeds of sales of the product manufactured, or in the case
of processors for hire, equal to the gross income of the business,
multiplied by the rate of:

(i) 0.4235 percent from October 1, 2005, through June 30, 2007;
and

(i1) 0.2904 percent beginning July 1, 2007.

(b) Beginning July 1, 2008, upon every person who is not eligible
to report under the provisions of (a) of this subsection (11) and is
engaging within this state in the business of manufacturing tooling
specifically designed for use in manufacturing commercial airplanes
or components of such airplanes, or making sales, at retail or
wholesale, of such tooling manufactured by the seller, as to such
persons the amount of tax with respect to such business is, in the
case of manufacturers, equal to the value of the product manufactured
and the gross proceeds of sales of the product manufactured, or in
the case of processors for hire, be equal to the gross income of the
business, multiplied by the rate of 0.2904 percent.

p. 8 ESSB 6057.SL
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(c) For the purposes of this subsection (11), "commercial
airplane”™ and "component' have the same meanings as provided in RCW
82.32.550.

(d) In addition to all other requirements under this title, a
person reporting under the tax rate provided in this subsection (11)
must Ffile a complete annual report with the department under RCW
82.32.534.

(e) (i) Except as provided in (e)(ii) of this subsection (11),
this subsection (11) does not apply on and after July 1, 2040.

(i1) With respect to the manufacturing of commercial airplanes or
making sales, at retail or wholesale, of commercial airplanes, this
subsection (11) does not apply on and after July 1lst of the year in
which the department makes a determination that any final assembly or
wing assembly of any version or variant of a commercial airplane that
is the basis of a siting of a significant commercial airplane
manufacturing program in the state under RCW 82.32.850 has been sited
outside the state of Washington. This subsection (11)(e)(ii) only
applies to the manufacturing or sale of commercial airplanes that are
the basis of a siting of a significant commercial airplane
manufacturing program in the state under RCW 82.32.850.

(12)(a) UuUntil July 1, 2024, upon every person engaging within
this state in the business of extracting timber or extracting for
hire timber; as to such persons the amount of tax with respect to the
business 1is, In the case of extractors, equal to the value of
products, including by-products, extracted, or in the case of
extractors for hire, equal to the gross income of the business,
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(b) Until July 1, 2024, upon every person engaging within this
state in the business of manufacturing or processing for hire: (i)
Timber into timber products or wood products; or (ii) timber products
into other timber products or wood products; as to such persons the
amount of the tax with respect to the business is, In the case of
manufacturers, equal to the value of products, including by-products,
manufactured, or in the case of processors for hire, equal to the
gross 1income of the business, multiplied by the rate of 0.4235
percent from July 1, 2006, through June 30, 2007, and 0.2904 percent
from July 1, 2007, through June 30, 2024.

p. 9 ESSB 6057.SL
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(c) Until July 1, 2024, upon every person engaging within this
state in the business of selling at wholesale: (i) Timber extracted
by that person; (ii) timber products manufactured by that person from
timber or other timber products; or (iii) wood products manufactured
by that person from timber or timber products; as to such persons the
amount of the tax with respect to the business is equal to the gross
proceeds of sales of the timber, timber products, or wood products
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(d) Until July 1, 2024, upon every person engaging within this
state iIn the business of selling standing timber; as to such persons
the amount of the tax with respect to the business is equal to the
gross 1income of the business multiplied by the rate of 0.2904
percent. For purposes of this subsection (12)(d), "selling standing
timber™ means the sale of timber apart from the land, where the buyer
IS required to sever the timber within thirty months from the date of
the original contract, regardless of the method of payment for the
timber and whether title to the timber transfers before, upon, or
after severance.

(e) For purposes of this subsection, the following definitions
apply:

(i) "Biocomposite surface products™ means surface material
products containing, by weight or volume, more than Ffifty percent
recycled paper and that also use nonpetroleum-based phenolic resin as
a bonding agent.

(i1) "Paper and paper products'™ means products made of interwoven
cellulosic fibers held together largely by hydrogen bonding. 'Paper
and paper products™ includes newsprint; office, printing, fine, and
pressure-sensitive papers; paper napkins, towels, and toilet tissue;
kraft bag, construction, and other kraft industrial papers;
paperboard, liquid packaging containers, containerboard, corrugated,
and solid-fiber containers including Qlinerboard and corrugated
medium; and related types of cellulosic products containing
primarily, by weight or volume, cellulosic materials. 'Paper and
paper products” does not include books, newspapers, magazines,
periodicals, and other printed publications, advertising materials,
calendars, and similar types of printed materials.

(iii) "Recycled paper”™ means paper and paper products having
fifty percent or more of their fiber content that comes from

p-. 10 ESSB 6057.SL
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postconsumer waste. For purposes of this subsection (12)(e)(iii),
"postconsumer waste™ means a finished material that would normally be
disposed of as solid waste, having completed its life cycle as a
consumer item.

(iv) "Timber"™ means forest trees, standing or down, on privately
or publicly owned land. "Timber"™ does not include Christmas trees
that are cultivated by agricultural methods or short-rotation
hardwoods as defined in RCW 84.33.035.

(v) "Timber products”™ means:

(A) Logs, wood chips, sawdust, wood waste, and similar products
obtained wholly from the processing of timber, short-rotation
hardwoods as defined in RCW 84.33.035, or both;

(B) Pulp, including market pulp and pulp derived from recovered
paper or paper products; and

(C) Recycled paper, but only when used iIn the manufacture of
biocomposite surface products.

(vi) "Wood products'™ means paper and paper products; dimensional
lumber; engineered wood products such as particleboard, oriented
strand board, medium density fiberboard, and plywood; wood doors;
wood windows; and biocomposite surface products.

() Except for small harvesters as defined In RCW 84.33.035, a
person reporting under the tax rate provided in this subsection (12)
must Ffile a complete annual survey with the department under RCW
82.32.585.

(13) Upon every person engaging within this state In iInspecting,
testing, labeling, and storing canned salmon owned by another person,
as to such persons, the amount of tax with respect to such activities
iIs equal to the gross income derived from such activities multiplied
by the rate of 0.484 percent.

(14)(@) Upon every person engaging within this state 1in the
business of printing a newspaper, publishing a newspaper, or both,
the amount of tax on such business is equal to the gross income of
the business multiplied by the rate of 0.2904 percent.

(b) A person reporting under the tax rate provided 1iIn this
subsection (14) must file a complete annual report with the
department under RCW 82.32.534.

PART 111
Providing a Sales and Use Tax Exemption for Eligible Server Equipment
Installed in Certain Data Centers

p. 11 ESSB 6057.SL
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NEW SECTION. Sec. 301. This section is the tax preference
performance statement for the sales and use tax exemption contained
in sections 302 and 303 of this act. This performance statement is
only intended to be used for subsequent evaluation of the tax
preferences in sections 302 and 303 of this act. It is not intended
to create a private right of action by any party or be used to

determine eligibility for preferential tax treatment.

(1) The legislature categorizes this sales and use tax exemption
as one intended to improve industry competitiveness, as indicated in
RCW 82.32.808(2)(b).

(2) 1t i1s the legislature®s specific public policy objective to
improve industry competitiveness. It is the legislature™s intent to
provide a sales and use tax exemption on eligible server equipment
and power infrastructure installed in eligible computer data centers,
charges made for labor and services rendered In respect to installing
eligible server equipment, and for construction, installation,
repair, alteration, or improvement of eligible power infrastructures
in order to increase investment iIn data center construction in rural
Washington counties, thereby adding real and personal property to
state and local property tax rolls, thereby increasing the rural
county tax base.

(3) If a review finds that the rural county tax base Is increased
as a result of the construction of computer data centers eligible for
the sales and use tax exemption iIn sections 302 and 303 of this act,
then the legislature intends to extend the expiration date of the tax
preference.

(4) In order to obtain the data necessary to perform the review
in subsection (3) of this section, the joint legislative audit and
review committee may refer to data available from the department of
revenue regarding rural county property tax assessments.

Sec. 302. RCW 82.08.986 and 2012 2nd sp.s. ¢ 6 s 302 are each
amended to read as follows:

(1) An exemption from the tax 1Imposed by RCW 82.08.020 1is
provided for sales to qualifying businesses and to qualifying tenants
of eligible server equipment to be installed, without intervening
use, In an eligible computer data center, and to charges made for
labor and services rendered in respect to installing eligible server
equipment. The exemption also applies to sales to qualifying
businesses and to qualifying tenants of eligible power
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infrastructure, including labor and services rendered in respect to
constructing, installing, repairing, altering, or iImproving eligible
power infrastructure.

(2)(@) In order to claim the exemption under this section, a
qualifying business or a qualifying tenant must submit an application
to the department for an exemption certificate. The application must
include the information necessary, as required by the department, to
determine that a business or tenant qualifies for the exemption under
this section. The department must issue exemption certificates to
qualifying businesses and qualifying tenants. The department may
assign a unique identification number to each exemption certificate
issued under this section.

(b) A qualifying business or a qualifying tenant claiming the
exemption under this section must present the seller with an
exemption certificate iIn a form and manner prescribed by the
department. The seller must retain a copy of the certificate for the
sellers files.

(c) With respect to computer data centers for which the
commencement of construction occurs after July 1, 2015, but before
July 1, 2019, the exemption provided in this section is limited to no
more than eight computer data centers, with total eligible data
centers provided under this section limited to twelve from July 1,
2015, through July 1, 2025. Tenants of qualified data centers do not
constitute additional data centers under the limit. The exemption is
available on a first-in-time basis based on the date the application
required under this section s received by the department. Exemption
certificates expire two years after the date of issuance, unless

construction has been commenced.

(3)(ad) Within six years of the date that the department issued an
exemption certificate under this section to a qualifying business or
a qualifying tenant with respect to an eligible computer data center,
the qualifying business or qualifying tenant must establish that net
employment at the eligible computer data center has increased by a

minimum of:

(i) Thirty-five family wage employment positions; or

(i1) Three fTamily wage employment positions for each twenty
thousand square feet of space or less that is newly dedicated to
housing working servers at the eligible computer data center. For
qualifying tenants, the number of family wage employment positions
that must be increased under this subsection (3)(a)(ii) is based only
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on the space occupied by the qualifying tenant in the eligible
computer data center.

(b) In calculating the net increase in family wage employment
positions:

(i) The owner of an eligible computer data center, in addition to
its own net 1increase in Tamily wage employment positions, may
include:

(A) The net increase iIn family wage employment positions employed
by qualifying tenants; and

(B) The net increase 1in Tamily wage employment positions
described In (c)(i1i1)(B) of this subsection (3).

(i1)(A) Qualifying tenants, In addition to their own net increase
in family wage employment positions, may include:

(1) A portion of the net increase iIn Tfamily wage employment
positions employed by the owner; and

(1) A portion of the net increase iIn Tamily wage employment
positions described in (c)(ii)(B) of this subsection (3).

(B) The portion of the net increase in family wage employment
positions to be counted under this subsection (3)(b)(ii) by each
qualifying tenant must be in proportion to the amount of space iIn the
eligible computer data center occupied by the qualifying tenant
compared to the total amount of space in the eligible computer data
center occupied by all qualifying tenants.

(c) (i) For purposes of this subsection, family wage employment
positions are new permanent employment positions requiring Tforty
hours of weekly work, or their equivalent, on a full-time basis at
the eligible computer data center and receiving a wage equivalent to
or greater than one hundred fifty percent of the per capita personal
income of the county in which the qualified project is located. An
employment position may not be counted as a family wage employment
position unless the employment position is entitled to health
insurance coverage provided by the employer of the employment
position. For purposes of this subsection (3)(c), 'new permanent
employment position™ means an employment position that did not exist
or that had not previously been filled as of the date that the
department issued an exemption certificate to the owner or qualifying
tenant of an eligible computer data center, as the case may be.

(i1)(A) Family wage employment positions include positions filled
by employees of the owner of the eligible computer data center and by
employees of qualifying tenants.
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(B) Family wage employment positions also include individuals
performing work at an eligible computer data center as an independent
contractor hired by the owner of the eligible computer data center or
as an employee of an independent contractor hired by the owner of the
eligible computer data center, if the work is necessary for the
operation of the computer data center, such as security and building
maintenance, and provided that all of the requirements in (c)(i) of
this subsection (3) are met.

(d) All previously exempted sales and use taxes are iImmediately
due and payable for a qualifying business or qualifying tenant that
does not meet the requirements of this subsection.

(4) A qualifying business or a qualifying tenant claiming an
exemption under this section or RCW 82.12.986 must complete an annual
report with the department as required under RCW 82.32.534.

(5) (@) The exemption provided in this section does not apply to:

(i) Any person who has received the benefit of the deferral
program under chapter 82.60 RCW on: (A) The construction, renovation,
or expansion of a structure or structures used as a computer data
center; or (B) machinery or equipment used in a computer data center;
and

(i1) Any person affiliated with a person within the scope of
(a) (1) of this subsection (5).

(b) If a person claims an exemption under this section and
subsequently receives the benefit of the deferral program under
chapter 82.60 RCW on either the construction, renovation, or
expansion of a structure or structures used as a computer data center
or machinery or equipment used In a computer data center, the person
must repay the amount of taxes exempted under this section. Interest
as provided in chapter 82.32 RCW applies to amounts due under this
section until paid in full.

(6) ((Fer—purpoeses—ofF—thts—section—the—foHowing—defFintrttons
applhy)) The definitions in this subsection apply throughout this
section unless the context clearly requires otherwise((3))-

(a) "Affiliated” means that one person has a direct or indirect
ownership interest of at least twenty percent in another person.

(b) "Building™ means a fully enclosed structure with a weather
resistant exterior wall envelope or concrete or masonry walls
designed in_accordance with the requirements for structures under
chapter 19.27 RCW. This definition of "building” only applies to
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computer data centers for which commencement of construction occurs
on or after July 1, 2015.

() (i) "Computer data center”™ means a Tacility comprised of one
or more buildings, which may be comprised of multiple businesses,

constructed or refurbished specifically, and used primarily, to house
working servers, where the facility has the following
characteristics: (A) Uninterruptible power supplies, generator backup
power, or both; (B) sophisticated fire suppression and prevention
systems; and (C) enhanced physical security, such as: Restricted
access to the facility to selected personnel; permanent security
guards; video camera surveillance; an electronic system requiring
passcodes, keycards, or biometric scans, such as hand scans and
retinal or fingerprint recognition; or similar security features.

(i1) For a computer data center comprised of multiple buildings,
each separate building constructed or refurbished specifically, and
used primarily, to house working servers 1s considered a computer
data center if it has all of the characteristics listed Iin ((b)))
(1) (A) through (C) of this subsection (6).

(iii) A fTacility comprised of one building or more than one
building must have a combined square footage of at least one hundred
thousand square feet.

((€e))) (d) "Electronic data storage and data management
services'" include, but are not limited to: Providing data storage and
backup services, providing computer processing power, hosting
enterprise software applications, and hosting web sites. The term
also includes providing services such as e-mail, web browsing and
searching, media applications, and other online services, regardless
of whether a charge is made for such services.

(D)) (e)(1) "Eligible computer data center™ means a computer
data center:

(A) Located in a rural county as defined in RCW 82.14.370;

(B) Having at least twenty thousand square feet dedicated to
housing working servers, where the server space has not previously
been dedicated to housing working servers; and

(C) For which the commencement of construction occurs:

(1) After March 31, 2010, and before July 1, 2011; ((e¥))

(11) After March 31, 2012, and before July 1, 2015; or

(111) After June 30, 2015, and before July 1, 2025.

(i1) For purposes of this section, "commencement of construction”
means the date that a building permit is issued under the building
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code adopted under RCW 19.27.031 for construction of the computer
data center. The construction of a computer data center includes the
expansion, renovation, or other iImprovements made to existing
facilities, including Ileased or rented space. ™"Commencement of
construction™ does not include soil testing, site clearing and
grading, site preparation, or any other related activities that are
initiated before the issuance of a building permit for the
construction of the foundation of a computer data center.

(iii) With respect to facilities in existence on April 1, 2010,
that are expanded, renovated, or otherwise improved after March 31,
2010, or fTacilities iIn existence on April 1, 2012, that are expanded,
renovated, or otherwise improved after March 31, 2012, or facilities
in existence on July 1, 2015, that are expanded, renovated, or
otherwise improved after June 30, 2015, an eligible computer data
center includes only the portion of the computer data center meeting
the requirements in ((€))) (e)(i)(B) of this subsection (6).

((e)) () "Eligible power infrastructure™ means all Tfixtures
and equipment owned by a qualifying business or qualifying tenant and

necessary fTor the transformation, distribution, or management of
electricity that 1is required to operate eligible server equipment
within an eligible computer data center. The term 1includes
generators; wiring; cogeneration equipment; and associated Tfixtures
and equipment, such as electrical switches, batteries, and
distribution, testing, and monitoring equipment. The term does not

include substations.

((®)) (g9) "Eligible server equipment” means:

(i) For a qualifying business whose computer data center
qualifies as an eligible computer data center under ((€b)) (&)
(@) of this subsection (6), the original server equipment
installed in an eligible computer data center on or after April 1,

2010, and vreplacement server equipment. For purposes of this
subsection (B)((EH)) @(1), "replacement server equipment”™ means
server equipment that:

(A) Replaces existing server equipment, if the sale or use of the
server equipment to be replaced qualified for an exemption under this
section or RCW 82.12.986; and

(B) Is installed and put into regular use before April 1, 2018.

(i1) For a qualifying business whose computer data center
qualifies as an eligible computer data center under ((€6b)) (&)
(D)@ 1) of this subsection (6), "eligible server equipment” means
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the original server equipment installed in an eligible computer data
center on or after April 1, 2012, and replacement server equipment.
For purposes of this subsection GB)((EH)) (1), "replacement
server equipment' means server equipment that:

(A) Replaces existing server equipment, if the sale or use of the
server equipment to be replaced qualified for an exemption under this
section or RCW 82.12.986; and

(B) Is installed and put 1into regular use before April 1,
((2620)) 2024.

(iii)(A) For a qualifying business whose computer data center
gualifies as an eligible computer data center under (e)()(C)I11) of
this subsection (6), "eligible server equipment'" means the original
server equipment installed in a building within an eligible computer
data center on or after July 1, 2015, and replacement server
equipment. Server equipment installed in movable or fixed stand-
alone, prefabricated, or modular units, including intermodal shipping
containers, is not "directly installed in a building.” For purposes
of this subsection (6)(@)(@ii)(A)., "replacement server equipment"
means server equipment that replaces existing server equipment, if
the sale or use of the server equipment to be replaced qualified for
an _exemption under this section or RCW 82.12.986; and

(B) Is installed and put into regular use no later than twelve
years after the date of the certificate of occupancy.

(iv) For a qualifying tenant who leases space within an eligible
computer data center, "eligible server equipment”™ means the original
server equipment installed within the space it leases from an
eligible computer data center on or after April 1, 2010, and
replacement server equipment. For purposes of this subsection (6)
(®SHaH)) (@WA@av), "replacement server equipment”™ means server
equipment that:

(A) Replaces existing server equipment, if the sale or use of the
server equipment to be replaced qualified for an exemption under this
section or RCW 82.12.986; ((and))

(B) Is installed and put 1into regular use before April 1,
((2620)) 2024:; and

(C) For tenants leasing space in an eligible computer data center
built after July 1, 2015, is installed and put into regular use no
later than twelve years after the date of the certificate of

occupancy.
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((€e)) (h) "Qualifying business”™ means a business entity that
exists for the primary purpose of engaging in commercial activity for
profit and that is the owner of an eligible computer data center. The
term does not include the state or federal government or any of their
departments, agencies, and institutions; tribal governments;
political subdivisions of this state; or any municipal, quasi-
municipal, public, or other corporation created by the state or
federal government, tribal government, municipality, or political
subdivision of the state.

(D)) () "Qualifying tenant”™ means a business entity that
exists for the primary purpose of engaging in commercial activity for
profit and that leases space from a qualifying business within an
eligible computer data center. The term does not include the state or
federal government or any of their departments, agencies, and
institutions; tribal governments; political subdivisions of this
state; or any municipal, quasi-municipal, public, or other
corporation created by the state or federal government, tribal
government, municipality, or political subdivision of the state. The
term also does not include a lessee of space in an eligible computer
data center under ((€))) () (1) of this subsection (6), iIf the
lessee and lessor are affiliated and:

(i) That space will be used by the lessee to house server
equipment that replaces server equipment previously installed and
operated iIn that eligible computer data center by the Ilessor or
another person affiliated with the lessee; or

(i1) Prior to May 2, 2012, the primary use of the server
equipment installed iIn that eligible computer data center was to
provide electronic data storage and data management services for the
business purposes of either the lessor, persons affiliated with the
lessor, or both.

(D)) d) "Server equipment” means the computer hardware
located in an eligible computer data center and used exclusively to
provide electronic data storage and data management services for
internal use by the owner or lessee of the computer data center, for
clients of the owner or lessee of the computer data center, or both.
"Server equipment” also includes computer software necessary to
operate the computer hardware. ™"Server equipment” does not include
personal computers, the racks upon which the server equipment is
installed, and computer peripherals such as keyboards, monitors,
printers, and mice.
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((EH—TFhts—sectron—expires—AprH—1.—-2020-))

Sec. 303. RCW 82.12.986 and 2012 2nd sp.s. ¢ 6 s 304 are each
amended to read as follows:

(1) An exemption from the tax iImposed by RCW 82.12.020 1is
provided for the use by qualifying businesses or qualifying tenants
of eligible server equipment to be installed, without intervening
use, in an eligible computer data center, and to the use of labor and
services rendered in respect to installing such server equipment. The
exemption also applies to the use by a qualifying business or
qualifying tenant of eligible power infrastructure, including labor
and services rendered iIn respect to installing, repairing, altering,
or improving such infrastructure.

(2) A qualifying business or a qualifying tenant is not eligible
for the exemption under this section unless the department issued an
exemption certificate to the qualifying business or a qualifying
tenant for the exemption provided in RCW 82.08.986.

(3)(a@) The exemption provided in this section does not apply to:

(i) Any person who has received the benefit of the deferral
program under chapter 82.60 RCW on: (A) The construction, renovation,
or expansion of a structure or structures used as a computer data
center; or (B) machinery or equipment used in a computer data center;
and

(i1) Any person affiliated with a person within the scope of
(a) (1) of this subsection (3).

(b) ITf a person has received the benefit of the exemption under
this section and subsequently receives the benefit of the deferral
program under chapter 82.60 RCW on either the construction,
renovation, or expansion of a structure or structures used as a
computer data center or machinery or equipment used in a computer
data center, the person must repay the amount of taxes exempted under
this section. Interest as provided in chapter 82.32 RCW applies to
amounts due under this subsection (3)(b) until paid in full. A person
iIs not required to repay taxes under this subsection with respect to
property and services for which the person is required to repay taxes
under RCW 82.08.986(5).

(4) The definitions and requirements iIn RCW 82.08.986 apply to
this section.

((5)—TFhts—sectron—expires—AprH—1.—-2020-))
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PART IV
Creating a Pilot Program that Provides Incentives for Investments in
Washington State Job Creation and Economic Development

NEW SECTION. Sec. 401. (1) Businesses that invest capital
create jobs and generate economic activity that supports a healthy

Washington economy. The Ilegislature finds that these iInvestments
result in future revenues that support schools and our communities.
Therefore, the |legislature finds that a pilot program must be
conducted to evaluate the effectiveness of a program that iInvests
business taxes from new investments into workforce training programs
that support manufacturing businesses iIn the state of Washington
thereby creating jobs and capital iInvestments in the state for the
benefit of its citizens.

(2)(a) This subsection 1is the tax preference performance
statement for the sales and use tax deferral provided iIn section 404
of this act on expenditures made to build or expand qualified
investment projects and purchases of machinery and equipment. This
performance statement 1is only intended to be used for subsequent
evaluation of the tax preference. It is not intended to create a
private right of action by any party or be used to determine
eligibility for preferential tax treatment.

(b) The legislature categorizes the tax preference as one
intended to create or retain jobs and to provide funding to support
job readiness training, professional development, or apprenticeship
programs in manufacturing or production occupations, as indicated in
RCW 82.32.808(2) (c) and ().

(c) 1t i1s the legislature®s specific public policy objective to
provide a pilot program that would provide a sales tax deferral on
the construction and expenditure costs of up to five new
manufacturing facilities, two of which must be located iIn eastern
Washington. When deferred taxes are repaid, the deferred taxes are
reinvested to support  job readiness training, professional
development, or apprenticeship programs in manufacturing or
production occupations.

(d) To measure the effectiveness of the deferral provided in this
part in achieving the specific public policy objective described in
(c) of this subsection, the joint Ilegislative audit and review
committee should refer to information available from the employment
security department and department of revenue. If a review finds that
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each eligible investment project generated at least twenty full-time
jobs and increased training opportunities for manufacturing and
production jobs, then the legislature iIntends for the Ilegislative
auditor to recommend extending the expiration date of the tax
preference. For purposes of this subsection (2)(d), full-time jobs
includes both temporary construction jobs and permanent TfTull-time
employment positions created at the eligible investment project
within one year of the date that the facility became operationally
complete as determined by the department of revenue.

NEW SECTION. Sec. 402. The definitions in this section apply
throughout this chapter unless the context clearly requires
otherwise.

(1) "Applicant” means a person applying for a tax deferral under
this chapter.

(2) "Eligible iInvestment project” means an investment project for
qualified buildings and machinery and equipment on five new,
renovated, or expanded manufacturing operations, at least two of
which must be located east of the crest of the Cascade mountains. The
deferral provided in this section only applies to the state and local
sales and use taxes due on the first ten million dollars in costs for
qualified buildings and machinery and equipment.

(3) "Initiation of construction” has the same meaning as In RCW
82.63.010.

(4) “Investment project” means an iInvestment in qualified
buildings or qualified machinery and equipment, including labor and
services rendered in the planning, installation, and construction of
the project.

(5) "Manufacturing”™ has the same meaning as provided iIn RCW
82.04.120.

(6) "Person’ has the same meaning as provided in RCW 82.04.030.

(7) "Qualified buildings” means construction of new structures,
and expansion or renovation of existing structures for the purpose of
increasing floor space or production capacity, used for
manufacturing, including plant offices and warehouses or other
buildings for the storage of raw material or finished goods if such
facilities are an essential or an integral part of a factory, mill,
plant, or laboratory used for manufacturing. If a qualified building
iIs used partly for manufacturing and partly for other purposes, the
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applicable tax deferral must be determined by apportionment of the
costs of construction under rules adopted by the department.

(8) "Qualified machinery and equipment” means all new industrial
fixtures, equipment, and support facilities that are an integral and
necessary part of a manufacturing operation. "Qualified machinery and
equipment” includes: Computers; software; data processing equipment;
laboratory equipment; manufacturing components such as belts,
pulleys, shafts, and moving parts; molds, tools, and dies; operating
structures; and all equipment used to control, monitor, or operate
the machinery.

(9) "Recipient”™ means a person receiving a tax deferral under
this chapter.

NEW SECTION. Sec. 403. The lessor or owner of a qualified
building is not eligible for a deferral unless:

(1) The underlying ownership of the building, machinery, and
equipment vests exclusively iIn the same person; or

(2)(a) The lessor by written contract agrees to pass the economic
benefit of the deferral to the lessee;

(b) The lessee that receives the economic benefit of the deferral
agrees in writing with the department to complete the annual survey
required under RCW 82.32.585; and

(c) The economic benefit of the deferral passed to the lessee is
no less than the amount of tax deferred by the lessor and is
evidenced by written documentation of any type of payment, credit, or

other financial arrangement between the lessor or owner of the
qualified building and the lessee.

NEW SECTION. Sec. 404. (1) Application for deferral of taxes
under this chapter must be made before initiation of the construction
of the investment project or acquisition of equipment or machinery.
The application must be made to the department in a form and manner
prescribed by the department. The deferrals are available on a first-
in-time basis. The application must contain information regarding the
location of the investment project, the applicant®s average
employment in the state for the prior year, estimated or actual new
employment related to the project, estimated or actual wages of
employees related to the project, estimated or actual costs, time

schedules for completion and operation, and other iInformation
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required by the department. The department must rule on the
application within sixty days.

(2) The department may not approve applications for more than
five eligible investment projects.

NEW SECTION. Sec. 405. (1) Except as otherwise provided in
subsection (2) of this section, the department must issue a sales and
use tax deferral certificate for state and local sales and use taxes
due under chapters 82.08, 82.12, 82.14, and 81.104 RCW on each
eligible investment project.

(2) No certificate may be issued for an investment project that
has already received a deferral under this part or chapter 82.60 RCW.

(3) The department must keep a running total of all deferrals
granted under this chapter during each fiscal biennium.

NEW SECTION. Sec. 406. (1) The recipient must begin paying the
deferred taxes in the fifth year after the date certified by the
department as the date on which the investment project has been
operationally completed. The Ffirst payment of ten percent of the
deferred taxes will be due on December 31st of the fifth calendar
year after such certified date, with subsequent annual payments of
ten percent of the deferred taxes due on December 31st for each of
the following nine years.

(2) The department may authorize an accelerated repayment
schedule upon request of the recipient.

(3) Interest may not be charged on any taxes deferred under this
chapter for the period of deferral, although all other penalties and
interest applicable to delinquent excise taxes may be assessed and
imposed for delinquent payments under this chapter. The debt for
deferred taxes will not be extinguished by insolvency or other
failure of the recipient. Transfer of ownership does not terminate
the deferral. The deferral is transferred, subject to the successor
meeting the eligibility requirements of this chapter, for the
remaining periods of the deferral.

NEW SECTION. Sec. 407. (1) State taxes deferred and repaid
under this chapter, including any 1iInterest or penalties on such
amounts, must be deposited iIn the invest 1In Washington account
created iIn this section. The invest in Washington account is hereby
created iIn the state treasury must be used exclusively by the state
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board for community and technical colleges for supporting customized
training programs, job skills programs, job readiness training,
workforce professional development, and to assist employers with
state-approved apprenticeship programs for  manufacturing and
production occupations.

(2) Revenues to the 1invest in Washington account consist of
amounts transferred by the state treasurer as provided in subsection
(3) of this section.

(3) By June 1, 2016, and by June 1st of every subsequent year,
the department must notify the state treasurer of the amount of tax,
interest, and penalties collected under this section since the
effective date of this chapter through May 1, 2016, in the case of
the first notification under this subsection (3), and since the
previous May 1st for subsequent notifications under this subsection
(3). The department may make adjustments to the annual notification
under this subsection (3) as may be necessary to correct errors in
the previous notification or offset previous amounts that did not
qualify for deferral under this section.

(4) By July 1, 2016, and by July 1st of every subsequent year,
the state treasurer must transfer the amount included 1in the
department®s most recent notification under subsection (3) of this
section from the general fund to the 1iInvest in Washington
account. Money iIn the account may only be appropriated for the
purposes specified in subsection (1) of this section.

NEW SECTION. Sec. 408. (1) Each recipient of a deferral of
taxes granted under this chapter must file a complete annual survey
with the department under RCW 82.32.585. If the economic benefits of
the deferral are passed to a lessee as provided In section 403 of
this act, the lessee must file a complete annual survey, and the
applicant is not required to file a complete annual survey.

(2) If, on the basis of a survey under RCW 82.32.585 or other
information, the department finds that an investment project iIs not
eligible for tax deferral under this chapter due to the fact the
investment project is no longer used for qualified activities, the
amount of deferred taxes outstanding for the iInvestment project is
immediately due and payable.

(3) If the economic benefits of a tax deferral under this chapter
are passed to a lessee as provided in section 403 of this act, the
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lessee 1s responsible for payment to the extent the Ilessee has
received the economic benefit.

NEW SECTION. Sec. 409. This part may be known and cited as the
invest In Washington act.

NEW SECTION. Sec. 410. Sections 401 through 408 of this act
constitute a new chapter in Title 82 RCW.

NEW SECTION. Sec. 411. The expiration provisions of RCW
82.32.805(1)(a) do not apply to sections 406 through 409 of this act.

PART V
Continuing Tax Preferences for Aluminum Smelters

NEW SECTION. Sec. 501. (1) The legislature finds that the
aluminum industry in Washington employs over one thousand people. The
legislature further finds that average annual wages and benefits for
these employment positions exceed one hundred thousand dollars and
that each of these employment positions indirectly generates an
additional two to three jobs within the state. The legislature
further finds that the aluminum iIndustry generates substantial taxes
for 1local jurisdictions. The legislature Tfurther finds that the
aluminum iIndustry was severely impacted by the global economic
recession. The [legislature further finds that the London metal
exchange, where aluminum is traded as a commodity, is extremely
volatile and substantially impacts the profitability of the aluminum
industry. The legislature further finds that for the aforementioned
reasons, the industry continues to struggle with profitability,
putting the continued employment of its Washington workforce in
Jjeopardy.

(2)(a) This subsection 1is the tax preference performance
statement for the aluminum iIndustry tax preferences in RCW
82.04.2909, 82.04.4481, 82.08.805, 82.12.805, and 82.12.022, as
amended in this Part V. The performance statement is only intended to
be used for subsequent evaluation of the tax preference. It is not
intended to create a private right of action by any party or be used
to determine eligibility for preferential tax treatment.
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(b) The legislature categorizes this tax preference as one
intended to accomplish the general purposes indicated iIn RCW
82.32.808(2) (c) and (d).

(c) It i1s the legislature®s specific public policy objective to
promote the preservation of employment positions within the
Washington aluminum manufacturing industry as the industry continues
to grapple with the lingering effects of the economic recession and
the volatility of the London metal exchange.

(d) To measure the effectiveness of the exemption provided 1iIn
this Part V in achieving the specific public policy objective
described in (c¢c) of this subsection, the joint legislative audit and
review committee must evaluate the changes in the number of statewide
employment positions for the aluminum industry in Washington.

Sec. 502. RCW 82.04.2909 and 2011 c 174 s 301 are each amended
to read as follows:

(1) Upon every person who is an aluminum smelter engaging within
this state in the business of manufacturing aluminum; as to such
persons the amount of tax with respect to such business is, in the
case of manufacturers, equal to the value of the product
manufactured, or in the case of processors for hire, equal to the
gross 1income of the business, multiplied by the rate of .2904
percent.

(2) Upon every person who is an aluminum smelter engaging within
this state in the business of making sales at wholesale of aluminum
manufactured by that person, as to such persons the amount of tax
with respect to such business is equal to the gross proceeds of sales
of the aluminum multiplied by the rate of .2904 percent.

(3) A person reporting under the tax rate provided 1iIn this
section must file a complete annual report with the department under
RCW 82.32.534.

(4) This section expires January 1, ((201%)) 2027.

Sec. 503. RCW 82.04.4481 and 2011 c 174 s 302 are each amended
to read as follows:

(1) In computing the tax iImposed under this chapter, a credit is
allowed for all property taxes paid during the calendar year on
property owned by a direct service industrial customer and reasonably
necessary for the purposes of an aluminum smelter.
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(2) A person claiming the credit under this section is subject to
all the requirements of chapter 82.32 RCW. A credit earned during one
calendar year may be carried over to be credited against taxes
incurred in the subsequent calendar year, but may not be carried over
a second year. Credits carried over must be applied to tax liability
before new credits. No refunds may be granted for credits under this
section.

(3) Credits may not be claimed under this section for property
taxes levied for collection in ((204%)) 2027 and thereafter.

(4) A person claiming the credit provided in this section must
file a complete annual report with the department under RCW
82.32.534.

Sec. 504. RCW 82.08.805 and 2011 c 174 s 303 are each amended to
read as follows:

(1) A person who has paid tax under RCW 82.08.020 for personal
property used at an aluminum smelter, tangible personal property that
will be incorporated as an ingredient or component of buildings or
other structures at an aluminum smelter, or for labor and services
rendered with respect to such buildings, structures, or personal
property, is eligible for an exemption from the state share of the
tax In the form of a credit, as provided in this section. A person
claiming an exemption must pay the tax and may then take a credit
equal to the state share of retail sales tax paid under RCW
82.08.020. The person must submit information, in a form and manner
prescribed by the department, specifying the amount of qualifying
purchases or acquisitions for which the exemption is claimed and the
amount of exempted tax.

(2) For the purposes of this section, "aluminum smelter™ has the
same meaning as provided in RCW 82.04.217.

(3) A person claiming the tax preference provided in this section
must Ffile a complete annual report with the department under RCW
82.32.534.

(4) Credits may not be claimed under this section for taxable
events occurring on or after January 1, ((20%%)) 2027.

Sec. 505. RCW 82.12.805 and 2011 c 174 s 305 are each amended to
read as follows:

(1) A person who 1is subject to tax under RCW 82.12.020 for
personal property used at an aluminum smelter, or for tangible
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personal property that will be incorporated as an ingredient or
component of buildings or other structures at an aluminum smelter, or
for labor and services rendered with respect to such buildings,
structures, or personal property, is eligible for an exemption from
the state share of the tax in the form of a credit, as provided 1iIn
this section. The amount of the credit equals the state share of use
tax computed to be due under RCW 82.12.020. The person must submit
information, in a form and manner prescribed by the department,
specifying the amount of qualifying purchases or acquisitions for
which the exemption is claimed and the amount of exempted tax.

(2) For the purposes of this section, "aluminum smelter™ has the
same meaning as provided in RCW 82.04.217.

(3) A person reporting under the tax rate provided 1In this
section must file a complete annual report with the department under
RCW 82.32.534.

(4) Credits may not be claimed under this section for taxable
events occurring on or after January 1, ((20%%)) 2027.

Sec. 506. RCW 82.12.022 and 2014 c 216 s 304 are each amended to
read as follows:

(1) A use tax is levied on every person in this state for the
privilege of wusing natural gas or manufactured gas, including
compressed natural gas and liquefied natural gas, within this state
as a consumer.

(2) The tax must be levied and collected In an amount equal to
the value of the article used by the taxpayer multiplied by the rate
in effect for the public utility tax on gas distribution businesses
under RCW 82.16.020. The "value of the article used" does not include
any amounts that are paid for the hire or use of a gas distribution
business as defined iIn RCW 82.16.010(2) 1in transporting the gas
subject to tax under this subsection if those amounts are subject to
tax under that chapter.

(3) The tax levied In this section does not apply to the use of
natural or manufactured gas delivered to the consumer by other means
than through a pipeline.

(4) The tax levied In this section does not apply to the use of
natural or manufactured gas i1f the person who sold the gas to the
consumer has paid a tax under RCW 82.16.020 with respect to the gas
for which exemption iIs sought under this subsection.
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(5)(@) The tax levied iIn this section does not apply to the use
of natural or manufactured gas by an aluminum smelter as that term is
defined In RCW 82.04.217 before January 1, ((26%#)) 2027.

(b) A person claiming the exemption provided iIn this subsection
(5) must file a complete annual report with the department under RCW
82.32.534.

(6) The tax imposed by this section does not apply to the use of
natural gas, compressed natural gas, or liquefied natural gas, If the
consumer uses the gas for transportation fuel as defined iIn RCW
82.16.310.

(7) There i1s a credit against the tax levied under this section
in an amount equal to any tax paid by:

(a) The person who sold the gas to the consumer when that tax is
a gross receipts tax similar to that 1imposed pursuant to RCW
82.16.020 by another state with respect to the gas for which a credit
IS sought under this subsection; or

(b) The person consuming the gas upon which a use tax similar to
the tax 1imposed by this section was paid to another state with
respect to the gas for which a credit 1is sought under this
subsection.

(8) The use tax 1iImposed iIn this section must be paid by the
consumer to the department.

(9) There is imposed a reporting requirement on the person who
delivered the gas to the consumer to make a quarterly report to the
department. Such report must contain the volume of gas delivered,
name of the consumer to whom delivered, and such other information as
the department may require by rule.

(10) The department may adopt rules under chapter 34.05 RCW for
the administration and enforcement of sections 1 through 6, chapter
384, Laws of 1989.

PART VI
Clarifying the Definition of a Newspaper and Extending the B&O
Newspaper Preferential Tax Rate

NEW SECTION. Sec. 601. (1) The legislature finds that over the
last fifteen years, technological transformation and other
developments have radically changed the newspaper iIndustry business
model, which remains iIn transition. The legislature further Ffinds
that the economic hardship wrought by this digital transformation has
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been substantial. The legislature finds that a strong and vibrant
newspaper industry in Washington is beneficial to the state"s
citizens and to the conduct of good government at every level. The
legislature further finds that advertising revenue of all United
States newspapers fell from 63.5 billion dollars in 2000 to about
twenty-three billion dollars in 2013, and 1is still falling. The
legislature further finds that traditional news organizations®
ability to support high quality news gathering and reporting relied
primarily on a model 1in which advertisers paid to reach mass
audiences attracted by newspapers. The legislature further finds that
advertisers found it advantageous to pay to reach a mass audience
because other advertising mediums were limited and less effective.
The digital era has greatly fractured traditional spending by
advertisers and turned this model on its head such that newspapers
continue to require time to adapt so they may continue their public
service mission. The legislature also finds that the business and
occupation tax rate for the newspaper industry was pegged to the
general manufacturing and wholesaling rate from 1937 until 2009, when
the legislature extended tax relief to the industry due to this
shift. It is the legislature™s iIntent to extend this tax relief to
the iIndustry until its revenues and business model have stabilized.
It is the legislature®s further intent to provide a uniform tax rate
for the iIndustry to minimize the burden of reporting state business
and occupation taxes for different types of revenue, which often
times are impossible to account for separately by the taxpayer.

(2)(a) This subsection 1is the tax preference performance
statement for the newspaper tax preferences in section 602 of this
act. The performance statement 1is only intended to be used for
subsequent evaluation of the tax preference. It is not intended to
create a private right of action by any party or be used to determine
eligibility for preferential tax treatment.

(b) The legislature categorizes this tax preference as one
intended to provide temporary tax relief as described 1In RCW
82.32.808(2)(e).-

(c) It i1s the legislature®s specific public policy objective to
provide business and occupation tax relief to the newspaper industry
as i1t continues to adjust to significant revenue shifts and
technological changes. As a secondary public policy objective, it is
the legislature®s intent to provide a permanent uniform rate for the
industry.
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(d) To measure the effectiveness of the preference provided 1in
this act in achieving the specific public policy objective described
in (c) of this subsection, the joint legislative audit and review
committee must evaluate year-to-year changes in gross revenue derived
from all sources for newspaper firms claiming the preferential tax
rate under RCW 82.04.260(14). If the average year-to-year change 1in
gross revenue is positive, including the last three years included in
the tax preference review by the joint legislative audit and review
committee, it is the legislature®s intent to allow the tax preference
to expire and to reinstate the traditional rate of 0.484 percent.

(e)(i) The information provided in the annual tax preference
accountability report submitted by taxpayers as required by the
department of revenue and taxpayer data provided by the department of
revenue 1is intended to provide the iInformational basis for the
evaluation under (d) of this subsection.

(i1) In addition to the data source described under (e)(i) of
this subsection, the joint legislative audit and review committee may
use any other data i1t deems necessary in performing the evaluation
under (d) of this subsection.

Sec. 602. RCW 82.04.260 and 2014 c 140 s 6 and 2014 c 140 s 4
are each reenacted and amended to read as follows:

(1) Upon every person engaging within this state in the business
of manufacturing:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola iInto canola oil, canola meal, or canola by-
products, or sunflower seeds into sunflower oil; as to such persons
the amount of tax with respect to such business is equal to the value
of the flour, pearl barley, oil, canola meal, or canola by-product
manufactured, multiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2015, seafood products that remain iIn a
raw, raw frozen, or raw salted state at the completion of the
manufacturing by that person; or selling manufactured seafood
products that remain in a raw, raw frozen, or raw salted state at the
completion of the manufacturing, to purchasers who transport in the
ordinary course of business the goods out of this state; as to such
persons the amount of tax with respect to such business is equal to
the value of the products manufactured or the gross proceeds derived
from such sales, multiplied by the rate of 0.138 percent. Sellers
must keep and preserve records Tfor the period required by RCW
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82.32.070 establishing that the goods were transported by the
purchaser in the ordinary course of business out of this state;

(c) (1) Beginning July 1, 2015, dairy products; or selling dairy
products that the person has manufactured to purchasers who either
transport iIn the ordinary course of business the goods out of state
or purchasers who use such dairy products as an iIngredient or
component in the manufacturing of a dairy product; as to such persons
the tax iImposed is equal to the value of the products manufactured or
the gross proceeds derived from such sales multiplied by the rate of
0.138 percent. Sellers must keep and preserve records for the period
required by RCW 82.32.070 establishing that the goods were
transported by the purchaser in the ordinary course of business out
of this state or sold to a manufacturer for use as an ingredient or
component in the manufacturing of a dairy product.

(i1) For the purposes of this subsection (1)(c), "dairy products"
means:

(A) Products, not including any marijuana-infused product, that
as of September 20, 2001, are identified in 21 C.F.R., chapter 1,
parts 131, 133, and 135, including by-products from the manufacturing
of the dairy products, such as whey and casein; and

(B) Products comprised of not less than seventy percent dairy
products that qualify under (¢)(ii)(A) of this subsection, measured
by weight or volume.

(iii1) The preferential tax rate provided to taxpayers under this
subsection (1)(c) does not apply to sales of dairy products on or
after July 1, 2023, where a dairy product is used by the purchaser as
an ingredient or component in the manufacturing in Washington of a
dairy product;

(d) (1) Beginning July 1, 2015, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
vegetables, or selling at wholesale fruits or vegetables manufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the amount of tax with respect to such
business is equal to the value of the products manufactured or the
gross proceeds derived from such sales multiplied by the rate of
0.138 percent. Sellers must keep and preserve records for the period
required by RCW 82.32.070 establishing that the goods were
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transported by the purchaser in the ordinary course of business out
of this state.

(i1) For purposes of this subsection ((1)(d), "fruits™ and
"vegetables™ do not include marijuana, useable marijuana, or
marijuana-infused products;

(e) Until July 1, 2009, alcohol fuel, biodiesel fuel, or
biodiesel feedstock, as those terms are defined in RCW 82.29A.135; as
to such persons the amount of tax with respect to the business is
equal to the value of alcohol fuel, biodiesel fuel, or biodiesel
feedstock manufactured, multiplied by the rate of 0.138 percent; and

() Wood biomass fuel as defined in RCW 82.29A.135; as to such
persons the amount of tax with respect to the business is equal to
the value of wood biomass fuel manufactured, multiplied by the rate
of 0.138 percent.

(2) Upon every person engaging within this state in the business
of splitting or processing dried peas; as to such persons the amount
of tax with respect to such business is equal to the value of the
peas split or processed, multiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and development, as to such
corporations and associations, the amount of tax with respect to such
activities is equal to the gross income derived from such activities
multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business
of slaughtering, breaking and/or processing perishable meat products
and/or selling the same at wholesale only and not at retail; as to
such persons the tax imposed is equal to the gross proceeds derived
from such sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business
of acting as a travel agent or tour operator; as to such persons the
amount of the tax with respect to such activities is equal to the
gross income derived from such activities multiplied by the rate of
0.275 percent.

(6) Upon every person engaging within this state in business as
an international steamship agent, international customs house broker,
international freight forwarder, vessel and/or cargo charter broker
in foreign commerce, and/or international air cargo agent; as to such
persons the amount of the tax with respect to only international
activities is equal to the gross income derived from such activities
multiplied by the rate of 0.275 percent.
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(7) Upon every person engaging within this state in the business
of stevedoring and associated activities pertinent to the movement of
goods and commodities in waterborne interstate or foreign commerce;
as to such persons the amount of tax with respect to such business is
equal to the gross proceeds derived from such activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection are exempt from payment of taxes imposed by chapter 82.16
RCW for that portion of their business subject to taxation under this
subsection. Stevedoring and associated activities pertinent to the
conduct of goods and commodities in waterborne interstate or foreign
commerce are defined as all activities of a labor, service or
transportation nature whereby cargo may be loaded or unloaded to or
from vessels or barges, passing over, onto or under a wharf, pier, or
similar structure; cargo may be moved to a warehouse or similar
holding or storage yard or area to await further movement iIn import
or export or may move to a consolidation freight station and be
stuffed, unstuffed, containerized, separated or otherwise segregated
or aggregated for delivery or loaded on any mode of transportation
for delivery to its consignee. Specific activities included in this
definition are: Wharfage, handling, loading, unloading, moving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further movement to export mode; documentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
imported automobile handling prior to delivery to consignee; terminal
stevedoring and incidental vessel services, including but not limited
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hatch covers.

(8) Upon every person engaging within this state in the business
of disposing of low-level waste, as defined in RCW 43.145.010; as to
such persons the amount of the tax with respect to such business is
equal to the gross income of the business, excluding any fees iImposed
under chapter 43.200 RCW, multiplied by the rate of 3.3 percent.

IT the gross income of the taxpayer is attributable to activities
both within and without this state, the gross income attributable to
this state must be determined iIn accordance with the methods of
apportionment required under RCW 82.04.460.

(9) Upon every person engaging within this state as an Insurance
producer or title iInsurance agent licensed under chapter 48.17 RCW or
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a surplus line broker licensed under chapter 48.15 RCW; as to such
persons, the amount of the tax with respect to such licensed
activities is equal to the gross income of such business multiplied
by the rate of 0.484 percent.

(10) Upon every person engaging within this state In business as
a hospital, as defined in chapter 70.41 RCW, that iIs operated as a
nonprofit corporation or by the state or any of 1its political
subdivisions, as to such persons, the amount of tax with respect to
such activities 1is equal to the gross income of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter.

(11)(a) Beginning October 1, 2005, upon every person engaging
within this state 1iIn the business of manufacturing commercial
airplanes, or components of such airplanes, or making sales, at
retail or wholesale, of commercial airplanes or components of such
airplanes, manufactured by the seller, as to such persons the amount
of tax with respect to such business 1is, 1iIn the case of
manufacturers, equal to the value of the product manufactured and the
gross proceeds of sales of the product manufactured, or in the case
of processors for hire, equal to the gross income of the business,
multiplied by the rate of:

(i) 0.4235 percent from October 1, 2005, through June 30, 2007;
and

(i1) 0.2904 percent beginning July 1, 2007.

(b) Beginning July 1, 2008, upon every person who is not eligible
to report under the provisions of (a) of this subsection (11) and is
engaging within this state in the business of manufacturing tooling
specifically designed for use in manufacturing commercial airplanes
or components of such airplanes, or making sales, at retail or
wholesale, of such tooling manufactured by the seller, as to such
persons the amount of tax with respect to such business is, in the
case of manufacturers, equal to the value of the product manufactured
and the gross proceeds of sales of the product manufactured, or in
the case of processors for hire, be equal to the gross income of the
business, multiplied by the rate of 0.2904 percent.

(c) For the purposes of this subsection (11), "commercial
airplane”™ and "component' have the same meanings as provided in RCW
82.32.550.

(d) In addition to all other requirements under this title, a
person reporting under the tax rate provided in this subsection (11)
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must Ffile a complete annual report with the department under RCW
82.32.534.

(e) (i) Except as provided in (e)(ii) of this subsection (11),
this subsection (11) does not apply on and after July 1, 2040.

(i1) With respect to the manufacturing of commercial airplanes or
making sales, at retail or wholesale, of commercial airplanes, this
subsection (11) does not apply on and after July 1lst of the year in
which the department makes a determination that any final assembly or
wing assembly of any version or variant of a commercial airplane that
is the basis of a siting of a significant commercial airplane
manufacturing program in the state under RCW 82.32.850 has been sited
outside the state of Washington. This subsection (11)(e)(ii) only
applies to the manufacturing or sale of commercial airplanes that are
the basis of a siting of a significant commercial airplane
manufacturing program in the state under RCW 82.32.850.

(12)(a) UuUntil July 1, 2024, upon every person engaging within
this state in the business of extracting timber or extracting for
hire timber; as to such persons the amount of tax with respect to the
business 1is, In the case of extractors, equal to the value of
products, including by-products, extracted, or in the case of
extractors for hire, equal to the gross income of the business,
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(b) Until July 1, 2024, upon every person engaging within this
state in the business of manufacturing or processing for hire: (i)
Timber into timber products or wood products; or (ii) timber products
into other timber products or wood products; as to such persons the
amount of the tax with respect to the business is, In the case of
manufacturers, equal to the value of products, including by-products,
manufactured, or in the case of processors for hire, equal to the
gross 1income of the business, multiplied by the rate of 0.4235
percent from July 1, 2006, through June 30, 2007, and 0.2904 percent
from July 1, 2007, through June 30, 2024.

(c) Until July 1, 2024, upon every person engaging within this
state in the business of selling at wholesale: (i) Timber extracted
by that person; (ii) timber products manufactured by that person from
timber or other timber products; or (iii) wood products manufactured
by that person from timber or timber products; as to such persons the
amount of the tax with respect to the business is equal to the gross
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proceeds of sales of the timber, timber products, or wood products
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(d) Until July 1, 2024, upon every person engaging within this
state iIn the business of selling standing timber; as to such persons
the amount of the tax with respect to the business is equal to the
gross 1income of the business multiplied by the rate of 0.2904
percent. For purposes of this subsection (12)(d), ™"selling standing
timber”™ means the sale of timber apart from the land, where the buyer
IS required to sever the timber within thirty months from the date of
the original contract, regardless of the method of payment for the
timber and whether title to the timber transfers before, upon, or
after severance.

(e) For purposes of this subsection, the following definitions
apply:

(i) "Biocomposite surface products™ means surface material
products containing, by weight or volume, more than Ffifty percent
recycled paper and that also use nonpetroleum-based phenolic resin as
a bonding agent.

(i1) "Paper and paper products'™ means products made of interwoven
cellulosic fibers held together largely by hydrogen bonding. 'Paper
and paper products™ includes newsprint; office, printing, fine, and
pressure-sensitive papers; paper napkins, towels, and toilet tissue;
kraft bag, construction, and other kraft industrial papers;
paperboard, liquid packaging containers, containerboard, corrugated,
and solid-fiber containers including Qlinerboard and corrugated
medium; and related types of cellulosic products containing
primarily, by weight or volume, cellulosic materials. 'Paper and
paper products” does not include books, newspapers, magazines,
periodicals, and other printed publications, advertising materials,
calendars, and similar types of printed materials.

(iii) "Recycled paper”™ means paper and paper products having
fifty percent or more of their fiber content that comes from
postconsumer waste. For purposes of this subsection (12)(e)(iii),
""postconsumer waste'™ means a finished material that would normally be
disposed of as solid waste, having completed its life cycle as a
consumer item.

(iv) "Timber"™ means forest trees, standing or down, on privately
or publicly owned land. "Timber"™ does not include Christmas trees
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that are cultivated by agricultural methods or short-rotation
hardwoods as defined in RCW 84.33.035.

(v) "Timber products”™ means:

(A) Logs, wood chips, sawdust, wood waste, and similar products
obtained wholly from the processing of timber, short-rotation
hardwoods as defined in RCW 84.33.035, or both;

(B) Pulp, including market pulp and pulp derived from recovered
paper or paper products; and

(C) Recycled paper, but only when used iIn the manufacture of
biocomposite surface products.

(vi) "Wood products'™ means paper and paper products; dimensional
lumber; engineered wood products such as particleboard, oriented
strand board, medium density fiberboard, and plywood; wood doors;
wood windows; and biocomposite surface products.

() Except for small harvesters as defined In RCW 84.33.035, a
person reporting under the tax rate provided in this subsection (12)
must Ffile a complete annual survey with the department under RCW
82.32.585.

(13) Upon every person engaging within this state In iInspecting,
testing, labeling, and storing canned salmon owned by another person,
as to such persons, the amount of tax with respect to such activities
iIs equal to the gross income derived from such activities multiplied
by the rate of 0.484 percent.

(14)(@) Upon every person engaging within this state 1iIn the
business of printing a newspaper, publishing a newspaper, or both,
the amount of tax on such business is equal to the gross income of
the business multiplied by the rate of ((6-2904—percent)) 0.35
percent until July 1, 2024, and 0.484 percent thereafter.

(b) A person reporting under the tax rate provided 1iIn this
subsection (14) must file a complete annual report with the
department under RCW 82.32.534.

NEW SECTION. Sec. 603. 2012 2nd sp.s. ¢ 6 s 704 (uncodified) is
amended to read as follows:
((Part 1)) Section 602 of this act expires July 1, 2015.

PART VII
Providing a Reduced Public Utility Tax for Log Transportation
Businesses
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NEW SECTION. Sec. 701. This section is the tax preference
performance statement for the tax preference contained in sections
702 and 703 of this act. This performance statement is only intended
to be used for subsequent evaluation of the tax preference. It is not
intended to create a private right of action by any party or be used
to determine eligibility for preferential tax treatment.

(1) The legislature categorizes this tax preference as one
intended to provide tax relief for certain businesses or individuals,
as indicated in RCW 82.32.808(2)(e).-

(2) 1t i1s the legislature®s specific public policy objective to
support the forest products iIndustry due in part to the industry®s
efforts to support the local economy by focusing on Washington state
based resources thereby reducing global environmental iImpacts through
the manufacturing and use of wood. It is the legislature®s intent to
provide the forest products industry permanent tax relief by lowering
the public utility tax rate attributable to log transportation
businesses. Because this reduced public utility rate is intended to
be permanent, the reduced rate established in this Part VII is not
subject to the ten-year expiration provision in RCW 82.32.805(1)(a).-

Sec. 702. RCW 82.16.010 and 2009 c 535 s 1110 are each reenacted
and amended to read as follows:

For the purposes of this chapter, unless otherwise required by
the context:

(1) "Express business”™ means the business of carrying property
for public hire on the line of any common carrier operated in this
state, when such common carrier is not owned or leased by the person
engaging in such business.

(2) "Gas distribution business™ means the business of operating a
plant or system for the production or distribution for hire or sale
of gas, whether manufactured or natural.

(3) "Gross income”™ means the value proceeding or accruing from
the performance of the particular public service or transportation
business involved, including operations incidental thereto, but
without any deduction on account of the cost of the commodity
furnished or sold, the cost of materials used, labor costs, interest,
discount, delivery costs, taxes, or any other expense whatsoever paid
or accrued and without any deduction on account of losses.

(4) "Light and power business”™ means the business of operating a
plant or system for the generation, production or distribution of
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electrical energy for hire or sale and/or for the wheeling of
electricity for others.
(5) "Log transportation business'” means the business of

transporting logs by truck, except when such transportation meets the

definition of urban transportation business or occurs exclusively

upon private roads.

(6) "Motor transportation business'™ means the business (except
urban transportation business) of operating any motor propelled
vehicle by which persons or property of others are conveyed for hire,
and includes, but 1is not limited to, the operation of any motor
propelled vehicle as an auto transportation company (except urban
transportation business), common carrier, or contract carrier as
defined by RCW 81.68.010 and 81.80.010. However, "'motor
transportation business” does not mean or include: (a) A 1log
transportation business; or (b) the transportation of logs or other
forest products exclusively upon private roads or private highways.

() (M@ "Public service business”™ means any of the

businesses defined iIn subsections (1), (2), (4, ((55-——FED5)) (B6).
@), (9, (&Hs—and)) (10), (12), and (13) of this section or any
business subject to control by the state, or having the powers of
eminent domain and the duties 1incident thereto, or any business
hereafter declared by the legislature to be of a public service
nature, except telephone business and low-level radioactive waste

site operating companies as redefined in RCW 81.04.010. It includes,
among others, without limiting the scope hereof: Airplane
transportation, boom, dock, ferry, pipe line, toll bridge, toll
logging road, water transportation and wharf businesses.

(b) The definitions 1in this subsection (((6))) (((b) apply
throughout this subsection ((6))) (7).

(i) "Competitive telephone service" has the same meaning as 1iIn
RCW 82.04.065.

(i1) "Network telephone service” means the providing by any
person of access to a telephone network, telephone network switching
service, toll service, or coin telephone services, or the providing
of telephonic, video, data, or similar communication or transmission
for hire, via a telephone network, toll line or channel, cable,
microwave, or similar communication or transmission system. "Network
telephone service” includes the provision of transmission to and from
the site of an internet provider via a telephone network, toll line
or channel, cable, microwave, or similar communication or
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transmission system. "Network telephone service'™ does not include the
providing of competitive telephone service, the providing of cable
television service, the providing of broadcast services by radio or
television stations, nor the provision of internet access as defined
in RCW 82.04.297, including the reception of dial-in connection,
provided at the site of the internet service provider.

(iii) "Telephone business”™ means the business of providing
network telephone service. It includes cooperative or TfTarmer line
telephone companies or associations operating an exchange.

(iv) "Telephone service”™ means competitive telephone service or
network telephone service, or both, as defined in (b)(i) and (ii) of
this subsection.

(D)) (8) "Railroad business'™ means the business of operating
any railroad, by whatever power operated, for public use iIn the
conveyance of persons or property for hire. It shall not, however,
include any business herein defined as an urban transportation
business.

((€8)) (9 "Railroad car business” means the business of
operating stock cars, furniture cars, refrigerator cars, fruit cars,
poultry cars, tank cars, sleeping cars, parlor cars, buffet cars,
tourist cars, or any other kinds of cars used for transportation of
property or persons upon the line of any railroad operated in this
state when such railroad is not owned or leased by the person
engaging in such business.

((9)) (10) "Telegraph business"™ means the business of affording
telegraphic communication for hire.

((49)) (11) "Tugboat business'™ means the business of operating
tugboats, towboats, wharf boats or similar vessels in the towing or
pushing of vessels, barges or rafts for hire.

(D)) (12) "Urban transportation business”™ means the business
of operating any vehicle for public use in the conveyance of persons
or property for hire, insofar as (a) operating entirely within the
corporate limits of any city or town, or within five miles of the
corporate limits thereof, or (b) operating entirely within and
between cities and towns whose corporate limits are not more than
five miles apart or within five miles of the corporate limits of
either thereof. Included herein, but without Hlimiting